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ABSTRACT
The realization of the ASEAN Economic Community (AEC) is characterized by the free ß ow of skilled
labor in this region. It provides employment opportunities for citizens of ASEAN countries, including
Indonesia. In order to get the job, Indonesia workers must have sufÞ cient expertise and skill. In the
other hand, competitiveness of Indonesian universities is still lower than the competitiveness of
universities in Singapore, Malaysia, and Thailand. Lower competitiveness shows the lower education
quality. For that reason, universities in Indonesia needs to improve its performance by strengthening
cooperation among universities in ASEAN, and by the cooperation between universities and
industrial sectors in this region.
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1. INTRODUCTION
ASEAN countries are located in the center of the area which have a high economic growth. ASEAN is
ß anked by India in the west, China, Japan and South Korea in the northeast, and Australia and New Zealand
in the south. Facing the  global competition to India and China, ASEAN should strengthen its competitiveness.
In order to strengthen its competitiveness ASEAN must strengthen connectivity among members  so this region
become  the center of growth. ASEAN countries need to optimize their opportunities and comparative
advantages.
All of ASEAN members have agreed to achieve economic integration by establishing the ASEAN Economic
Community (AEC). The establishment of AEC is intended as a means to enhance the competitiveness of the
ASEAN region, to boost economic growth, to reduce poverty and to improve the living standard of the ASEAN
countries (Hadi Sosesatro, 2008). In addition, the establishment of AEC is also based on consideration of the
reduction in production costs as a result of the ASEAN economic integration.
In order to realize the establishment of the AEC, the leader ASEAN countries have agreed on the AEC Blueprint
as a reference for all member  in the implementation of the commitment to establish AEC planned to be
achieved by 2015. If the AEC established, ASEAN will become a single market and production base that
characterized by the free ß ow of goods, free ß ow of services, free ß ow of capital and free ß ow of skilled labor
(Ministry of Commerce, 2010).
Several researchers have studied the impact of trade liberalization. Lee (2005) found that the study of the
relationship between trade liberalization and employment showed the mixed results. Some results
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indicate that liberalization was followed by increasing in employment, while several other showed the opposite
results. Meanwhile Brülhart, et al (2011) showed that trade liberalization has an effect on nominal wages and
employment. The effect of trade liberalization on employment is greater than its effect on nominal wages. Trade
liberalization  is characterized by the free ß ow  of output and free ß ow of input among ASEAN countries. The
free ß ow of input and output is expected to bring ASEAN into more prosperous and competitive region. The
realization of the AEC in 2015 will increase employment opportunities for ASEAN citizens. ASEAN citizens can
go from one country to another without any restriction from the targeted country. In the AEC blueprint, the
discussion is limited to setting the ß ow of  skilled labor and there is no discussion of unskilled labor. Skilled
labor include workers which have special skills, expertise, or knowledge.
Leader ASEAN countries have achived agreement in the service sector cooperation by the signing of the
ASEAN Framework Agreement on Services (AFAS). This agreement facilitate the movement of skilled labor
among ASEAN members. Free ß ow of services is one element in the formation of a single market and
production base. The services sector liberalization provides a challenge and an opportunity for Indonesia. All
this time,  Indonesia sent  non-skilled or semi-skilled labor and import skilled and professional labor
(Aswicahyono and Manning, 2012).
Service Sector Liberalization
The agreement in services liberalization eliminate the barriers in trade services among ASEAN countries. The
services sector liberalization is characterized by the agreements among leader ASEAN countries to 1). Improve
cooperation among member countries in the framework of enhancing the efÞ ciency and competitiveness. 2).
Remove barriers in services trade among ASEAN countries (ASEAN Secretariat, 1995). The trade barriers in
services related to the opening of market access and national treatment application (Trairatvorakul, 2012). This
barriers which  affect market access involve limiting the number of providers, number transaction volume,
number of operators, number of employees, legal form and ownership of foreign capital. Meanwhile, the
application of national treatment barriers involve  discriminatory rules for tax requirements, nationality, licensing,
and standardization.
The Movement Of Skilled Labor
In line with the liberalization, the skilled labor easily move from one country to another  without any major
restriction. Free ß ow of skilled labor has important implications for services trade, foreign direct investment and
productivity. Free ß ow of skilled labor allows companies in Indonesia employ skilled labor from Philippines and
vice versa. Investors who set up a factory in one member country easily employ skilled workers who come from
all ASEAN countries.
Furthermore, entrepreneurs who built the factory can be free to choose workers according to desired speciÞ
cations. This condition allows suitability  between  characteristics of desired workers and employed  workers so
that the production process runs efÞ ciently. The efÞ ciency of an industry is characterized  by high worker
productivity. High worker productivity also shows that the industry can operate efÞ ciently. The industry was
able to produce more output so their competitiveness increases. The increasing competitiveness will be
followed by an increase in market share and industry proÞ ts.
Skilled labor in the ASEAN countries tend to move from one country to another. The factors which support the
movement of skilled workers such as 1). Disparity in wages and employment among  ASEAN countries, and 2.
The proximity of geographical and socio-cultural conformity in ASEAN countries (Ramp, 2012).
Wage disparity is associated with  worker productivity in ASEAN countries. Labor productivity is affected by the
availability of capital, infrastructure and production technology. In the country which has adequate capital and
infrastructure as well as the advanced production technology, workers productivity  will be higher than worker
productivity in the  country which have limited capital, poor infrastructure and underdeveloped technology.
Skilled workers will move from low-wage countries towards high-wage countries.
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Furthermore, employment disparities among ASEAN cuntries associated with economic growth in each
country. High economic growth country show greater increasing ouput  than that in  low economic growth
country . The input, including labor, is required to produce the output. If the production technology is relatively
constant, increasing  output will be followed by the increasing workers. This means that  greater labor is
required. The increasing of workers show an increase in job opportunities in the country. Skilled workers will
move towards a country  which  has a greater job opportunities.
The movement of skilled workers is also supported by the geographical proximity and cultural aspects of social
conformity in ASEAN countries. The proximity geography cause  transportation cost from one country to the
other is relatively inexpensive. Meanwhile, the socio-cultural appropriateness make skilled workers easily adapt
to the new working environment. Skilled workers who migrate are not hampered by language and able to
communicate well.
Mutual Recognition Arrangement (MRA)
The movement of skilled labor will occur in line with the development of trade and investment. Increasing of
trade and investment among ASEAN countries will be followed by the movement of skilled labor. One of the
efforts to support the skilled labor movement is the Mutual Recognition Arrangement (MRA). MRA is an
agreement from all ASEAN countries to mutually recognize or accept some or all aspects of the assessment
results such as test results or certiÞ cates (Soesastro, 2008). MRA was formed to created the accreditation
procedures and mechanisms to obtain equality in education, training, and experience requirements for
professional workers who want to practice. Up to 2009 there were some MRA agreed by ASEAN countries. The
agreement which signed by the ASEAN economic ministers involve MRA for engineering,  nursing,
architectural, surveying qualiÞ cation, medical personnel (doctors and dentists), and accounting services.
Opportunities and Challenges For Indonesia
The services sector liberalization involve  freedom labor skilled movement provide a great opportunities for
Indonesia. Indonesia is one of the ASEAN country which  face labor problems that characterized by the excess
labor supply. Although economic growth in Indonesia is relatively high, but because of the excess labor supply,
there are many job seeker  thar can’t be absorbed. This means that there are many job seekers do not get the
job so they are unemploy.
If the ASEAN Economic Community (AEC) can be realized, its provide a greater employment opportunities for
each ASEAN country. Indonesia skilled labor must be able to enter the labor market in  each ASEAN country.
Workers must have sufÞ cient expertise and skill in accordance with that required by the labor market. To meet
the speciÞ cations workers demands requested by job market, it is necesary to make a preparations and an
improvements.
ASEAN countries including Indonesia need to harmonize the skilled labor movement. There are many policy to
do this involve 1) strengthen cooperation between universities in ASEAN in order to increase the mobility of
students and lecture,  2) To develop competence, qualiÞ cations and skills needed in the job market,  3).
Strengthen the research capabilities of each country  to boost skills and job placement and to develop a
information network about the skilled labor market in ASEAN.
Determinants Of Competitiveness
One of the institutions which  publish country competitiveness is the World Economic Forum (WEF).  WEF
publishes an annual report on global competitiveness, namely the Global Competitiveness Report.
Competitiveness is a condition of institutions, policies and factors that determine the level of country’s
productivity. High productivity reß ects the high competitive and potentially enable high economic growth, and
will improve the welfare of the population. The publication of The Global Competitiveness Report classiÞ es a
number of determinants driving productivity into 12 pillars of competitiveness, namely institutions,
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infrastructure, macroeconomy, health and primary education, higher education, goods market efÞ ciency, labor
market efÞ ciency, Þ nancial market, technological, market size , business sophistication, and innovation.
One of the pillars which  directly assosiated with the skilled labor movement is higher education. The problem
happened is the low quality of Indonesia education compared to that in other countries as seen in The Global
Competitiveness Report (Table 1).
Table 1. Global Competitiveness Index for Higher Education and Training 2011-2012
No. Country Rank Value
1Indonesia 69 4,16 2Malaysia 38 4,76 3Thailand
62 4,25 4Singapore 4 5,77 5Philipines 71 4.13
6Vietnam 103 3,47 7Brunei Darusalam 61 4,25
8Cambodia 120 3,07
9Myamar - - 10 Laos - -
Sumber : WEF, The Global Competitiveness Report 2011-2012
Based on Table 1, the Indonesia universities competitiveness is lower than that in Singapore, Malaysia, and
Thailand.  The Indonesia universities competitiveness is also lower than that in Brunei Darussalam. Lower
competitiveness shows lower    higher education quality in Indonesia than that in the four other countries. This
condition reß ected the lack of education and training  shown in Table 2.
It shows that there are a deÞ ciency in the Indonesia education development. Although the Indonesia
government has allocated substantial funds in their education sector, but its impact has not optimum. Many
inaccuracies happened in the educational development programs and its evaluation mechanisms. The
education development program  needed to be redesigned so that it result a signiÞ cant impact.
Table 2. Pillars of Indonesia Competitiveness in Higher Education and Training 2011-2012
No.    Item Rank Value
1Quality Education System 44 4,2 2Quality Math and Science education
53 4,3 3Quality of school management 68 4,2 4School Internet Access 49
4,7 5Availability Services Research and Training 61 4,2 6Employee
Training (continued) 52 4,1
Sumber : WEF, The Global Competitiveness Report 2011-2012
This condition is consistent with the quality of the labor force that is reß ected from the value of the Indonesia
human development index (Table 3). Based on Table 3, it appears that the Indonesia human development
index (HDI) is lower than that  in  Singapore, Brunei, Malaysia, Thailand and the Philippines. It shows that the
Indonesia human qualities, reß ected in life expectancy, literacy, education and standard of living, is lower than
that in the Þ ve other countries.
The human quality  has impact on labor productivity. The higher  HDI showed the higher  labor  productivity.
More productive workers can produce more output. The industries employing productive workers will be able to
achieve better performance.
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Table 3. Human Development Index ini ASEAN, 2011-2012
No. Country 2010 2011
1Indonesia 0,613 0,617 2Malaysia 0,758 0,761
3Thailand 0,680 0,682 4Singapore 0,846 0,866
5Philipines 0,641 0,644 6Vietnam 0,590 0,593
7Brunei Darusalam 0,805 0,838 8Cambodia 0,518
0,523 9Myamar 0,479 0,483 10 Laos 0,520 0,524
Sumber : UNDP, 2011 (www.undp.org)
Free Flow Skilled Labor  Barriers (Institutional Barrier)
Although the ASEAN economic ministers have signed AFAS, but there are many barriers to the free ß ow of
skilled labor  (Manning and Aswicahyono, 2012). Some countries which face a labor surplus problems such as
Indonesia and  Philippines have done a conservative policy. This policy aims to protect the domestic labor
market. There are some policy or  the rules that prohibit or  complicate the entry of foreign workers.
Indonesia has adopted a conservative approach to employment for foreign workers. The foreign workers
problem stipulated in the Labor Law no. 13 of 2003, which conÞ rms that the foreign workers may work in
Indonesia only in a job which no Indonesian citizens who are willing to take this job. Various policies have been
implemented to promote rapid replacement of the foreign workers by  Indonesia workers. Employers must
obtain permission from the Ministry of Manpower and Transmigration to mention the position which will be held
by  the foreign workers.
The attempts to change the labor laws in a country is not easy. The regulations’  change can not be done by the
government only, but it should involve parliament. It’s take a long time to change labor laws because it is
assosiated with its impact will be felt by the various stakeholders such as employees, employers and the
government itself.
Several other ASEAN countries such as the Philippines and Thailand, also apply similar restrictions on the
deployment of professional foreign workers in their countries (Manning and Sidorenko, 2007). The two
countries are also face a labor surplus problem, although it is not as big as in Indonesia’ problem. The
consideration of the national interest of both countries make Philippines and Thailand  take a conservative
policy. Meanwhile, a more open policy to foreign workers is applied by Singapore and Malaysia. In both
countries, foreign workers are regarded as an important component to improve their industry and technology in
order to increase the supply of  creative workers in these countries.
Another problem that occurs is the difference in the employment policy in each ASEAN country. This problem is
shown by the country which  has ratiÞ ed almost all of the convention ILO (International Labor Organization)
such as Indonesia and the other countries has ratiÞ ed a small amount of the ILO conventions only. The labor
regulations differences is a barriers to the free ß ow of skilled workers.
Further institutional problems also occur in the implementation of the MRA. Many professional group has been
involved in developing common standards in the ASEAN region. But there are still barriers to higher mobility
between countries, involve the failure to give proper recognition to the bachelor’s degree (which is associated
with differences in the institutions quality), and English language competence. Various domestic restrictions in
some areas such as education and health continued to restrict the employment of foreign workers to enter
Indonesia  and mobility of Indonesia professional workers to go abroad.
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The Efforts to be Taken
There are some effort needed to be taken to prepare the validity  ASEAN Economic Community (AEC) to
encourage free ß ow of skilled labor.
1. Strengthening cooperation among universities in ASEAN in order to increase the mobility of both students
and lecturers. Cooperation between universities would improve the graduates quality. This partnership
will encourage a transfer of experience, knowledge and technology among students and lectures in the
ASEAN region. Similarly, the exchange of information will  improve the labor skilled. The information
exchange may involve the exchange of the course syllabus, training programs and data base. This
partnership will enhance the quality of higher education in ASEAN countries so these universities can
produce a graduates who have the skills accordance with the desired skills by  industry sectors.
2. Cooperation between universities and industrial sectors in the ASEAN region The industrial sector requires
job candidates who have the high skills. On the other hand,  the expertise and skills given by  a  college is often
different with  the skills desired by industrial sectors. This disparity complicates government efforts to improve
worker’ quality. It required cooperation between universities and industry in ASEAN so that any effort performed
by universities involve  teaching and research output suitable with the needs of the industrial sector. In addition,
through this partnership universities to increase their research capabilities and their competence.
3. On the regulatory side, the ASEAN countries need to facilitate in issuing visas and employment passes in
order to facilitate the movement of skilled workers from one country to another.
Conclusions and Recommendations
Conclusion
The realization of the ASEAN Economic Community (AEC) provides great employment opportunities for
citizens of ASEAN countries, including Indonesia. Indonesia workers must have sufÞ cient expertise and skills
to enter the labor market in ASEAN member countries.
Suggestion
Indonesia must prepare for the free ß ow of skilled labor before the realization the ASEAN economic community
2015. The Indonesia’ universities must improve its performance by strengthening cooperation among
universities in ASEAN in order to increase the mobility of both students and lecture. In addition  the Indonesia’
universities make a cooperation between these universities and industrial sectors in the ASEAN region.
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